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This research is the first to analyze non-monetary remittances at micro and macroeconomic levels.
Findings underscore remittances” broader implications beyond financial transfers. Development plans
should incorporate non-monetary remittances, leveraging them for entrepreneurship and growth.

The research highlights the crucial role of remittances in boosting SME
resilience in Indonesia during COVID-19, finding that remittances were more effective than
government aid. This challenges the view that public support is paramount for business survival
during crises. Theoretical modeling predicts entrepreneurship development and poverty alleviation
through non-monetary remittances, confirmed by survey data from Filipino migrants in Japan.
Non-monetary remittances have a more direct impact on entrepreneurial success than monetary
remittances alone. The study emphasizes upskilling the workforce, especially in digital skills. To
harness non-monetary remittances® full potential, it recommends developing programs for skill
transfer and incorporating these resources into national development plans. Additionally, skilled
labor and technological readiness, particularly in ICT and Al, maximize remittance benefits but may
lead to income inequality.
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Although remittances have become the largest source of external financing for many
African countries, there remains a significant gap in empirical research regarding
their effects on economic growth and poverty alleviation through ICT-based micro-
financial channels. This research aims to bridge this gap by investigating the impact
of remittances on economic growth and poverty reduction using a dual approach. First,
it develops a theoretical framework integrating a modified economic growth model.
Second, it conducts field surveys of both micro-financial institutions and recipient
households. Utilizing recently available datasets on migrants® remittances, this study
extends Romer®"s benchmark New Growth Model to include the effects of migrants”
remittances and ICT. This comprehensive approach allows a deeper exploration of how
remittances can drive economic development and reduce poverty through modern financial
technologies.

The present research initially focused on the influence of migrants® remittances and
technology-readiness on economic growth and poverty reduction in African low-income
countries. However, the COVID-19 pandemic made implementing field surveys in the
targeted African countries unfeasible. In response, the research quickly focused on
Indonesia, investigating the moderating role of remittances in mitigating the
pandemic®s effects on the resilience of small and medium-sized enterprises (SMES).
This pivot not only addresses the immediate impacts of the pandemic but also provides
invaluable insights into the broader economic benefits of remittances in times of
crisis. Furthermore, the research was expanded to include remittance-sending-migrant
behaviors, focusing on non-monetary remittance forms in promoting home country
entrepreneurship. In addition, the macroeconomic perspective of the research was
adjusted to include rising technology trends such as digitalization and Al-technology
readiness.

Methodology-wise, the research was designed with three key approaches. First, a
theoretical model incorporates a utility function reflecting remittance-sending
migrants™ decisions, assessing the likelihood of entrepreneurship development and
poverty reduction. The model examines how these different forms influence
entrepreneurial investment choices by distinguishing between monetary and non-monetary
remittances. Using a utility maximization framework, it provides insights into
scenarios where non-monetary remittances are more effective in fostering
entrepreneurial activities than monetary ones. Second, an econometric analysis
evaluates the growth effects of remittances and technological channels, using proxies
like non-monetary remittances and technology readiness. Based on a modified semi-
endogenous growth framework, theoretical predictions are derived and empirically tested
using the Generalized Method of Moments (GMM) estimator. This assessment includes
analyzing the impact of Al technology absorption on economic growth in sub-Saharan
Africa, using indicators such as the ratio of technology-intensive imports, Al-
technology absorptive capacity, readiness, Industrial Activity Index, and ICT. Third,
a questionnaire-based survey investigates how remittances enhance the resilience of
small and medium-sized enterprises (SMES) in Indonesia during the COVID-19 pandemic.
The survey targets significantly affected SMEs, using stratified random sampling. Data
collection involved questionnaires and interviews focusing on business continuity,
financial support, and adaptive strategies, analyzed using a Structural Equation Model
framework. This method also applies to assessing the effects of non-monetary
remittances on entrepreneurship development among Filipino migrants in Japan, providing
firsthand insights into their remittance behaviors and their impact on entrepreneurship.
Overall, this research is the first to measure non-monetary remittances at both the
micro-level (using indices built on survey data) and the macro-economic level (using
a weighted index based on capital-goods imports and migrants® human capital).

First, the research underscores the crucial role of remittances in enhancing the



resilience of SMEs in Indonesia during the COVID-19 pandemic. It found that severely
impacted SMEs had lower resilience levels, making them more vulnerable to shocks.
Remittances and public support facilitated quicker recovery and better adaptive
strategies, with remittances proving more effective than government aid. This
challenges the prevailing view that public support is paramount for business survival
during crises. Second, theoretical modeling predicts a high [likelihood of
entrepreneurship development and poverty alleviation through non-monetary remittances.
This was confirmed by survey data from Filipino migrants in Japan, highlighting the
significant impact of non-monetary remittances—such as skills, knowledge, and physical
goods—on entrepreneurship. Importantly, this is the first research to theoretically
and empirically analyze non-monetary remittances at microeconomic and macroeconomic
levels. Findings show that non-monetary remittances have a more direct impact on
entrepreneurial success than monetary remittances. Entrepreneurs receiving non-
monetary support may show higher business survival rates and growth metrics, indicating
a more sustainable form of economic development. Additionally, migrant-derived skills
and knowledge can lead to higher innovation rates within recipient communities,
resulting in adopting new business practices, technologies, and methods that financial
support alone cannot facilitate. Non-monetary remittances also lead to a broader
diversification of economic activities, reducing economic vulnerability and reliance
on a limited number of sectors, thus fostering a more robust and adaptable local
economy. Third, the analysis of the growth effects of remittances and technology
readiness highlighted the importance of skilled labor and technological readiness,
particularly in ICT and Al, in maximizing the growth benefits of remittances. Such
benefits are likely to lead to income inequality in developing countries. Based on
such a risk, the study emphasizes the need to upskill the workforce, especially in
digital and Al-compatible skills. Fourth, to harness the full potential of non-monetary
remittances, it is urgent to develop and promote programs that facilitate the transfer
of skills, knowledge, and physical goods from migrants to their home countries. This
includes online platforms for skill-sharing, training programs, and logistical support
for sending physical goods. National development plans should explicitly recognize and
incorporate the value of non-monetary remittances, aiming to leverage these resources
for sustainable economic development and entrepreneurship support. Investing in
educational programs that align with the skills being transferred through non-monetary
remittances ensures that the local workforce can fully utilize and build upon the
skills and knowledge from abroad. Overall, the findings and recommendations highlight
the broader implications of remittances beyond financial transfers, suggesting a shift
toward a more holistic understanding of the resources migrants contribute to their
home countries. Noteworthy, unexpected events during the research, such as the rapid
evolution of digital financial services during the pandemic, provided new insights
into the adaptability of financial technologies in enhancing SME resilience. This
highlighted the synergy between financial technology advancements and traditional
remittance channels supporting economic stability. Future research should explore the
potential impact of rapidly emerging digital and Al technologies on economic growth,
labor skills, and income distribution in developing countries.
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